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RWANDA: KEY ECONOMIC INDICATORS 
Exchange Rate: US$1.00 = 91.5 Rwandan Francs 
(All money figures in millions of dollars unless otherwise indicated) 


GDP - Current Prices 
Real GDP Growth Rate 
Per Capita Current GDP $153.00 $171.00 
Inflation Rate 6.7% 14.72% 


Money Supply: 


a 8,070 


a, 10,173 


Consumer Price Index 
(lst quarter 1976=100) $16.7 


Government: 
Revenues 
of which: Coffee 
Current Expenses 
Current Surplus 
Development Expenses 


Net Foreign Assets 
External Public Debt 
Balance of Payments 
Balance of Trade 
Exports, f.o.b. 
Imports, c.i.f. 


Major Exports (Metric Tons) 
Coffee 
Tea 
Cassiterite 
Wolfram 
Pyrethrum 


Major Exports (Value) 

Coffee 

Tea 

Cassiterite 

Wolfram 

Pyrethrum 

Others (Hides & Skins, 
Cinchona, etc.) 


$177.00 $200.00 


412. 5% 15.82% 


8,983 12,409 
11,204 15,450 


231,23 152. 


133. 
41. 
92. 
41. 
16. 


1980 
(est.) 


1,128 
4.12% 
$224.00 


12.02 


11,870 
15,180 


152.1-March 


525% 
14. 
bait. 
yo 
24. 





SUMMARY 


Although remaining one of the world's poorest, the Rwandan 
economy has made encouraging progress in recent years. The 
terms of trade have improved, benefiting from high world 
prices for coffee, tea, and tin. A moderate, development- 
oriented government has fostered good relations with 
neighbors - Burundi, Zaire, Uganda, and Tanzania - and has 
attracted economic aid from a variety of donors. However, 
recent shortages of rainfall impeded the country's ability 
to meet food needs and over the long term, the overworked 
land might be unable to produce adequate nutrition for the 
rapidly increasing population. The impact of the 1978-79 
Uganda/Tanzania war on landlocked Rwanda was severe. The 
closure of the vital Mombasa/Kigali road link over which 
pass most of Rwanda's imported goods resulted in shortages, 
inflation, and a near halt in economic activity. A full 
recovery has not yet been achieved. 


With a population density of over 475 inhabitants per square 
mile, demographic pressure is the greatest problem the 
Rwandan people face. Increased agricultural production 
just keeps pace with population growth in years of normal 
harvest. The country's location, almost a thousand miles 
from the sea, is an obstacle to development, and so are the 
"thousand hills" that make up the landscape, beautiful 
though they are. Marketable resources are few, but the 
positive attitude of the government and the availability of 
a large labor pool should induce investors to consider 
operations in Rwanda. 


The challenge for Rwanda is to make the most of the present 
favorable conjunction of trade and political developments 

to provide a base for long-term economic growth. A five-year 
development plan (1977-1981) and a liberal investment code 
are helpful steps in that direction. The problems of 
agricultural productivity, long and unreliable supply routes 
and above all, population pressures are being approached 
seriously. However, the obstacles to be overcome are 
formidable: among them dependence on the goodwill of 
neighbors, lack of investment capital from industrialized 
nations, and inadequate infrastructure and basic resources. 


Although few Americans are familiar with Rwanda's economy, the 
United States is the biggest customer for Rwandan agricultural 
products. U.S. direct investment is limited to a recently 





completed tea factory. Rwanda's liberal approach to trade and 
investment encourages firms to examine possibilities in such 

areas as consumer good imports, transport, methane exploration/ 
exploitation, manufacturing, and tourism, especially with OPIC 

or Eximbank participation. The United States is not a major 
supplier to this remote market. Potential exporters and investors 
should anticipate delays and frustrations in starting new 
enterprises and establishing business relationships. 


AGRICULTURE 


The population density of Rwanda is the highest in Africa. 
Living patterns are overwhelmingly rural, characterized by 
individual farms dispersed along the hillsides. The rugged 
terrain and lack of urban centers are obstacles to commercial- 
ization and modernization cf agricultural production. Sub- 
sistence farming occupies the majority of the population 
though most farmers also sell a portion of their production. 
Beans, sorghum, sweet potatoes, manioc and potatoes are the 
main food crops but bananas, used primarily for brewing a 
traditional beer, are the chief cash crop marketed locally. 
With encouragement from the government, attempts are being 
made to concentrate growth of specific crops _ in areas best 
suited for them; for example, the cultivation of potatoes is 
promoted in the rich volcanic soil and cooler climate of the 
northwestern border region. 


The number of cattle, the chief measure of wealth during 
centuries of feudal rule that ended less than 20 years ago, 

is declining. The reasons are partly political including 
rejection of the feudal system, but more fundamentally, the 
land is now too densely populated with people to support large 
herds. Although numbers have been declining steadily over the 
past 10 years, approximately 650,000 head still provide the 
basis for small scale meat, dairy and leather industries. 
Foreign donors support scientific breeding projects and tsetse 
fly control research, both of which should improve the yield 
and survival rate of present herds. A United Nations animal 
husbandry project is resulting in increasing numbers of sheep, 
goats, pigs, rabbits and chickens for local consumption and 
sale. The U.S. Agency for International Development is active 
in food storage and marketing projects and has recently signed 
agreements for projects in agricultural education, rural health 
and family planning and alternative energy development. 


Due to late, below normal rains in 1979, agricultural production 
was poor. The sorghum crop was particularly hard hit, reaching 





only 26 percent of projected levels. Other important vegetable 
protein crops, i.e., beans and peanuts, were also below 

expected levels. Poor agriculture results joined by an 

annual population growth rate pushing 4 percent increased the 
gap between projected and realized per capita nutrition levels, 
particularly in the case of protein levels which reached only 

68 percent of the government's objective, down from 76 percent 
in 1978. Unfortunately, the trend continued into 1980 as 

Rwanda along with the rest of East Africa continued to suffer 
below normal rainfall. The impact of crop shortfalls was 
exaggerated by the poor internal transportation system which 
made distribution to the hardest hit areas inefficient and 
erratic. The government appealed to the international community 
in early 1980 for immediate commodity assistance to stave off 
the crisis. Aid received included a significant food contribut- 
ion by the United States Government via Catholic Relief Services. 
The situation stabilized by midyear and reasonably heavy 

rains at the beginning of the short rainy season in September 
made the government cautiously optimistic for the second half 

of the year. 


The increasing food requirements of the rapidly growing 
population will keep pressure on Rwandan farmers to improve and 
expand agricultural production. Nutrition standards are gen- 
erally inadequate and unfortunately long-term prospects are not 
encouraging. 


The most important export crop is arabica coffee, accounting 
for over 50 percent of Rwanda's trade revenues in recent years. 
However, coffee trade figures for 1978 and 1979 must be viewed 
with caution. The Uganda/Tanzania war prevented the export of 
a large portion of the 1978 crop until 1979. Approximately 
US$25 million shown as 1979 receipts are proceeds from delayed 
sale of the 1978 crop. In 1980 world coffee prices retreated 
from the high levels of 1978 and 1979 but receipts are still 
expected to exceed US$75 million OCIR/Cafe (office des 
Cultures Industrielles du Rwanda), the parastatal coffee 
commercialization organization, continued its efforts to improve 
the quality and quantity of the coffee crop by providing 
extension services to Rwanda's 400,000 independent coffee 
farmers. The United States usually buys more than half of 
Rwanda's coffee but, in recent years, a growing proportion has 
gone to European customers. There is no other exportable 
commodity in Rwanda which offers the potential value of coffee. 
That being the case, the country's economy will remain 
dependent on the vicissitudes of the world coffee market for 
the foreseeable future. 





Tea production was hampered in 1979 by a variety of problems 
including unseasonably dry weather and chronic shortage of 

tea chests for exporting the finished product. However, in 
spite of decreased volume, continued high prices which Rwandan 
tea commanded on world markets raised total receipts by 10 
percent over 1978. Augmented production from the expanded 
U.S. financed Cyohoha factory, as well as the coming on-line 
of the factory at Karago-Giciye and, tentatively, Mata led to 
optimistic projections for 1980 of 34 percent increase in 
production, generating a 21 percent increase in export receipts 
over 1979. Better weather, provision of tea chests, and 

closer scrutiny of government-run factories should improve 
results in 1980. The prospects for continued expansion of the 
industry are good over the next decade since only 63 percent 
of available factory capacity is now being utilized and addi- 
tional unused marshland in the high valleys offers opportunity 
for further expansion of tea cultivation. 


Less important export crops are pyrethrum and cinchona. Al- 
though Rwanda produces high quality pyrethrum, due to market- 
ing difficulties production dropped from a 1973 high of 1,753 
metric tons to only 831 metric tons in 1979. To rectify this 


decline Dutch financing was secured for construction of a 
refinery to produce pale extract, the pyrethrum product which 
can be used to produce highly effective non-toxic insecticide. 
In the past, Rwanda was forced to sell unrefined pyrethrum 

to East African refineries and take a significant loss on 
profits. The projected 1980 factory opening was expected to 
revitalize the industry. Unfortunately, managerial and 
technical problems postponed the opening and as of September 
1980 a start-up date remained uncertain. However, OPYRWA, the 
parastatal organization responsible for the factory and 
commercialization of its product, is actively seeking potential 
primary customers in anticipation of a successful start-up. 

An additional problem which the government is attempting to 
forestall is the inclination of the small local farmers in the 
pyrethrum growing area to put pyrethrum acreage into potatoes, 
a crop that is both more profitable and easier to market. 


The world price of cinchona, the bark which produces quinine 

and other pharmaceutical alkaloids, dropped to a new low of 
US$1.15 per pound in 1979. Rwanda subsequently cut the 

farm purchase price by 16 percent and placed a moratorium on 
both export and equalization fund taxes. A further complication 
for profits was the outbreak of parasitic disease on the 

trees which halted harvesting for 7 months in 1979 and 

left production at 544 metric tons, down 20 percent from 1978. 
The production prospects for 1980 are good since an additional 





2,000 hectares of trees will come to maturity. Unfortunately, 
there is little producers can do to improve world price. Thus 
under current circumstances cinchona is unlikely to become a 
significant source of foreign exchange. 


INDUSTRY AND MINING 


By any standard, Rwanda has little industrial activity. Grave 
geographic obstacles stand in the way of change -- the inacces- 
sibility of the country, and the paucity of industrial raw 
materials. In addition, the labor pool, though plentiful and 
hard working, is generally unskilled and personal income is 

too small to stimulate production of all but the most basic 
commodities. Beer and soft drinks, furniture, plastic tubing 
and utensils, soap products, etc., are produced locally while 
shoes and cigarettes receive final processing in-country. 
However, petroleum products, capital goods, cement, steel, 
construction materials and virtually every other modern manu- 
factured product must be imported. The manufacturing and 
merchandising sectors are growing slowly but often with the 
added impetus of foreign aid; i.e., a cement plant under 
construction in southern Rwanda financed by the Chinese govern- 
ment and a match factory financed by the Japanese. 


Mining is the second most important export activity after coffee. 
Production of cassiterite, a tin ore, has been stable at 
approximately 2,000 metric tons per year since 1976. After wide 
price fluctuations on the world market in mid-1979, the Inter- 
national Tin Council succeeded in stabilizing prices at fairly 
high levels. For Rwanda this translated into an additional 17% 
percent in receipts over the previous year, almost double the 
value of 1976 exports. In the next few years, potential net 
profits will be affected by higher production costs caused by 
the need to dig deeper to reach high grade ore as surfice 
deposits are depleted. However, plans to construct a 3,000 
metric ton facility by 1981 to handle initial processing of 

ore offer the prospect of exporting higher value ore of less 
volume with subsequent transport savings. 


Wolfram, a tungsten ore, recovered somewhat from the 20 pvercent drop 
in production experienced between 1977 and 1978. However, the 
world price continued to fall while production costs including 
necessary replacement of antiquated machinery bit sharply into 
profit margins. According to Rwandan government sources, at 

US$135 per metric ton in late 1979, walfram prices 

stabilized at the lowest possible limit of profitability for 

the mineral when increasing production costs were taken into 





consideration. The future of wolfram mining in Rwanda remains 
uncertain. 


An interesting prospective development project is the further 
exploration and exploitation of methane gas deposits in Lake 
Kivu, which forms much of Rwanda's border with Zaire. Studies 
have shown that methane deposits in the lake are extensive and 
exploitable and the government would like to see both gas and 
methanol production plants built. Fertilizer could also be 
manufactured from the gas. Unfortunately, the price tag is 
very high and, as yet, no foreign donors have offered the 
assistance required to move plans beyond a small pilot gas 
project. 


TRANSPORTATION AND COMMUNICATIONS 


External donors finance most of Rwanda's infrastructure projects. 
At present only about 350 miles of road are paved. Financed by 
the European Development Fund, work began on paving the road 
from Kigali to the Burundi border in September of 1978 and is 
expected to be completed in early 1981. In the past two years, 
several bilateral and multilateral donors have committed then- 
selves to paving other major internal arteries throughout the 
country. By 1985 all important population centers are expected 
to be linked by hard surface roads. The number of registered 
vehicles is increasing, but most Rwandans walk or travel in 
dangerously overloaded small pickup trucks. 


The trans-African highway through Uganda and Kenya to the port 

of Mombasa carries the majority of Rwanda's external trade. 
However, the impact of the Uganda/Tanzania war in 1978-79 
underscored the tenuousness of the route. Desperate for all 

types of fuel (of which there is no domestic production), food, 

and all manner of industrial and consumer products, the govern- 
ment was:forced to resort to expensive air transport. Even 

local produce could not get to market. Fortunately, the road 
closure followed the main season for coffee exports. Nonetheless, 
the impact on exports was significant as trade data shows. 


The difficult and unreliable thousand-mile journey to the sea 
has made air transport an attractive and economically feasible 
alternative. The war acted as the final impetus to push the 
government into long considered action. Air Rwanda, the state 
owned airline, purchased a used Boeing 707 cargo plane from Air 
France. Kigali's airport was equipped for all-weather operation 
in 1978. Additional improvements including runway expansion are 
projected for completion in late 1981. When completed, the 





improvements will allow the airport to handle wide-body jets. 
Both Air France and Swiss Air have already indicated an interest 
in beginning Boeing 747 passenger service when possible. 
Passenger traffic is growing and air freight of coffee, tea and 
minerals increased significantly with the 707 purchase. The 
cargo plane makes an average of three trips per day to Mombasa. 
It appears likely that air transport will continue to grow in 
importance in Rwanda since neither stabilization of the political 
situation in Uganda nor development of a reasonable alternate 
route through Tanzania to Dar es Salaam is foreseen. 


Rwanda's telephone and telegraph systems are unreliable and 
inadequate though steps are being taken to improve the 
situation. In 1979, Japan agreed to provide a US$7.4 million 
international telecommunications system including an earth 
satellite station. That was followed in mid-1980 by a World 
Bank promise to finance necessary internal system improvements. 
If work proceeds on schedule, Rwanda's telecommunications net- 
work should be modern and fully automated by the mid-1980s. 
Lacking daily newspapers, the government sponsors a program of 
providing radios to each community so that the national radio 
station can reach as many people as possible. There is no 
television. 


Urban water systems are inadequate but are being enlarged and 
improved under an African Development Fund loan. Electrical 
generating capacity is adequate and hydroelectric projects in 
cooperation with Zaire, Burundi and Tanzania will hopefully 
meet anticipated demand through the end of the century. Dis- 
tribution is expensive, however, in view of the dispersed 
nature of the population, the difficult terrain and limited 
industrial demand. 


MONEY AND PRICES 


As a result of the 1978-79 Uganda/Tanzania conflict, essential 
inputs for most of Rwanda's economic sectors were affected and, 
consequently, outputs declined. It is estimated that 
approximately the equivalent of 1 to 2 percent of GDP in 1978 
and 1979 respectively were lost as a direct result of the border 
closure in 1978 and during the first 4 months of 1979. Real 
GDP, which has been growing at a average of about 6 percent in 
1976-77, slowed down to ahout 5 percent in 1978 and just over 

4 percent in 1979. Per capita GDP stood at about $200 in 1979. 
Prospects for 1980 are not too favorable. Real GDP growth is 
expected to remain approximately equal to the 4 percent achieved 
in 1979. Such a rate is barely above the population growth rate. 


In recent years price movements have been strongly influenced 





by disruption in external supply routes and by the inadequacy 
of the internal transportation network. After having risen 

7 percent in 1976, the general price index rose 14.7 percent 

in 1977 due to the war-caused border closures. The rise of 
12.5 percent in 1978 was due largely to poor banana and potato 
crops as well as internal transportation bottlenecks. Again 

in 1979, the international road closure was largely responsible 
for the 15.8 percent rise that year. However, the re-opening 
of the route to the sea should somewhat decrease the 1980 rate 
of inflation. 


EMPLOYMENT AND WAGES 


Only fragmentary data are available on the size and composition 
of the labor force. While formal sector employment has in- 
creased rapidly, it has not kept pace with the growth in the 
labor force. Population pressure on agricultural land lends 

to rural to urban migration and high urban unemployment. 


The government announced a 25 percent increase in wages for 
public sector employees in September 1980 and requested a 
Similar voluntary increase in the private sector. There are 
mo national labor organizations per se though the single 
political party, the Mouvement Revolutionnaire National Pour 
le Developpement, represents worker concerns to the government. 


PUBLIC FINANCE 


Sound, disciplined financial policies resulted in budgetary 
surpluses in current budgets from 1976 to 1980. The budgeting 
process in conservative; receipts for 1979 were 29 percent 
Over estimates due entirely to an underestimation of coffee 
receipts. The revenue base is narrow and depends strongly on 
taxes on international trade (58 percent of revenues in 1979 
and estimated 44 percent in 1980). Other important sources of 
revenue are taxes on incomes and profits and an excise tax on 
beer, each contributing 20 percent to total revenues. 


BALANCE OF TRADE, BALANCE OF PAYMENTS 


The trade balance shifted from a deficit of uSs$33.7 million 

in 1978 to a surplus of over  wUs$47 million in 1979 due to 

an almost three fold increase in coffee receipts. Non-coffee 
exports remained stable while expenditures for imports increased 
by 7.5 percent. In 1980 the trade balance is expected to 

revert to a deficit of approximately the same magnitude as in 
1978, largely on account of a 39 percent expected decline in 
volume of coffee exports as well as lower world prices. 





In 1979, consumer goods accounted for the bulk of imports (cif) 
with 41 percent followed by capital goods 34 percent, inter- 
mediate goods 15 percent, and petroleum products 10 percent. 
Freight alone accounted for 31 percent of the (aif) value of 
recorded imports in 1979. 


Rwanda's largest trading partners are the United States on the 
export side (32 percent,almost entirely coffee) and France and 
Belgium on the import side (30 percent). 


The overall balance of payments situation moved from near 
equilibrium in 1978 to a surplus of US$70 million in 1979. 
For 1980 a deficit of ‘US$27 million is predicted due to a 
large decline in coffee receipts. 


Net official reserves are estimated to be equivalent to 5 
months of 1980 imports. 


Rwanda's external debt is estimated at-U.S. $124.4 million or 
12.8 percent of GDP. Most increases in foreign indebtedness 
were directed towards financing development projects. Most 
loans received were made on concessional terms averaging 40 
years with an 8 year grace period and a 1.7 percent interest 
rate. The 1980 debt service ratio is estimated at 3 percent. 


IMPLICATIONS FOR THE UNITED STATES 


Particularly because the Rwandan franc is tied to the U.S. 
dollar, increased U.S. trade is in the interest of both the 
Rwandan government and business community. The United States 
continues to be Rwanda's most important coffee customer, 
absorbing more than half of the total production which accounts 
for almost a half of all exports. At present, the US is 

the source of less than 5 percent of Rwanda's imports, used 
clothing being the major item. Rwandan enterprises have 
indicated an interest in quotations from American suppliers of 
food processing machinery (small scale, requiring little 
maintenance), chemical fertilizer, basic food commodities, 
motor vehicles, parts and tires. U.S. engineering and con- 
struction firms already active in east and central Africa may 
find it worthwhile to bid on infrastructure projects financed 
by multilateral institutions. Tourism has some potential: 
Akagera National Park, covering 10 percent of Rwanda's area, 
compares favorably with the better known parks in Kenya and 
Tanzania; the unique Volcano National Park is spectacularly 
beautiful and the habitat of the mountain gorilla; small hotels 
are being built on the shores of Lake Kivu. 





It is not realistic to expect an important upsurge in American 
trade or investment in coming years. Opportunities are limited 
and most require an element of concessional financing to be 
feasible. Present difficulties with transportation and 
communication are discussed above and the long experience of 
Belgian and other European businessmen in the area gives them 
operating advantages in this remote market. On the other hand, 
the Foreign Investment Code seeks to attract new investment and 
commerce. It permits 100 percent foreign owned enterprises and 
allows liberal repatriation of profits. As the U.S. tea 
factory is proving, there is a place in Rwanda for the innovative, 
persistent American investor and business representative. 
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